col Bean 


Dear Partner, 

This is my first letter to you since our decision to recombine 
The Limited and Intimate Brands into one public company. 
It is the latest in a series of steps we have made over the 
past several years to simplify and streamline the business 
while maximizing shareholder value. It's a positive change. 


Good for shareholders and associates. 


of ——— 
VJ 


Sie 


2001 is officially in the books. A year none of us will ever forget. 
The economy was tough right from the start. In fact, | believed we 
were in recession from the beginning of the year, and the difficult 


business climate continued right through the summer. 


Then came September 11. An event of such unspeakable horror 
it brought the entire world to a virtual standstill. Did people 
shop? It hardly mattered. We focused on doing the right things 
for our associates, our community and the heroes of the day. 


But more on that later. 


| said we fet rom the beginning of the year that the 
economic environment would be dificut. And we 
planned for it. Our strategies paid off. Our focus on 
building brands, talent and capabilties, things I've 
‘spoken of time and again, enabled us to manage 2 
ficult year reasonably wel, Infact, if | ook across, 
the competitive landscape, I'd say the efforts of the 
ast several years really paid off this year. Especially 
at holiday. 


Our business is healthy. Very healthy in tact. 
With aimost $1.4 bition in cash, and more than 
'$400 miion in additional marketable securities. A 


very strong balance sheet 


(We rigorously monitored and controlled our inventory 
{throughout 2001, reducing it by nearly $200 mition 
‘atcost, and ended the year with minima fal carryover, 


‘Very significant when your brands are about fashion 


‘and moving to next. 


We are very well positioned going into 2002, Well 
‘positioned because we have: been doing the right 
things. Fewer, better brands. Tightly, some would say 
‘stringently, contrlled inventories. And tough-minded 
‘expense management. We took over $150 milion 
‘out of the capital expenditures budget this year, 
‘capped headcount, and | expect there are even 
‘eater savings to be had. For that, | want to thank 
CFO Ann Hailey and her team for an extraordinary 
effort and significantly improved results 


es, we planed fo tough yea, and made something 
front We have inact, been planning conservatively 
‘and thowghituty for several years. Rethinking the 
tusinss Bulking around rods, Bung capobiies 
at the Center, as well asa he brands, 


Our business is healthy. Very healthy in fact. 
With almost $1.4 billion in cash, and more than 
$400 million in additional marketable securities. 
A very strong balance sheet. 


Weve stayed on our game plan. Stuck to the 
fundamentals. And planned for rational, sustained 
healty ero. 


‘Our model works, It's not dependent on the “idea of 
the month." I's rooted in sound business principals 
‘and operating capability. And talent. An architecture, 
'@ thought process, a philosophy that plays over time. 


Hopetully, we have demonstrated we don't get 
seduced. We didn't waste a dime on satelite sling. 
‘We were deliberate about e-commerce and have, in 
VietoriasSecret.com, one of the most proftabfe and 
successful sites anywhere. We didn't “go international” 
‘and | believe some of those that have will ve 10 
regret it, 


No, we don't tak about our new store on Bond Street, 
‘or ur latest urban superstore, We talk about increasing, 
transactions and increasing margins. Productivity 


(Curso products lke Aromatherapy 
eave allowat Bath & Body Works 

to become the fase growing, 

person care business In story. 


per store. Top to bottom ratios. Competing, 
‘profitable, customer-driven offerings. Every day. 
Every week. Every month, Rigor. Rigo. Rigor, 


(Clearly, brands win. And with Bath & Body Works, 
Express and Victoria's Secret we have three of the 
‘most competing brands in retailing, Three, by the 
way. that balance each other beautifully, 


| said our strategy, rooted in building brands, talent 
‘and capabilities, ts working. And | belleve itis just the 
‘beginning Infact, as we looked out 10 2006 through 
‘our Brand Growth Planning process, we saw the 
‘enormous power we have in our major brands, and 
the opportunities available to enrich customer 
franchises at Victoria's Secret, Bath & Body Works 
‘and Express. Opportunities that can clearly translate 
to brands like Limited and New York & Co,, oF to 
‘start-ups the White Bam Candle Company oF the 
‘Shiseido joint venture, aura science. 


Clearly, brands win. And with 

Bath & Body Works, Express and 
Victoria’s Secret we have three of the most 
compelling brands in retailing. 


Bath & Body Works’ 


Powerful, always notin 
television commercials have made 
Victoria's Sere the best known 
Hingerie brand in the world, 


Our planning assumptions are based on sustained 
sfowth and dramaticaly larger more powerful brands 
‘Avision untke any | could have imagined ten years 
‘ago. Back then, | aw a porto of brands that could 
each grow to about a bilion dollars. Today, | bekeve 
its possible to build a portfoo of mult-bition dolar 
master brands, wih product porttotos and categories 


broader than anything we know today, 


We're already doing i 


Consider the Victoria's Secret master brand: 
starting with bras, panties and hinge, avaiable in 
stores. and catalogue, we have added hosiery, 
separ, tragrance, skin care, color cosmetics and 


‘apparel, avalable 24 hours a day, seven days a week, 


Today, I believe it’s pos: 


anywhere in the world. What 2 powerful offering 
Body by Vitoria alone is @ $800 milion segment 
that grew at over 20% last 
year. And we already have 
two ofthe top ten prestige 
women's fragrances in 


‘America, Pls, the frst ever 


‘Victorias Secret mens fragrance, Very Sexy for Him, was 
{ast year’s number one prestige men's fragrance launch, 


Truly remarkable, 


ble to 


build a portfolio of multi-billion 


dollar master brands, with product 
portfolios and categories broader 
than anything we know today. 
We're already doing it. 


Well planned. 
Well bought. 
Well coordinated. 
Well displayed. 
Well marketed. 
Well done. 


A steady stream of new fasion 
Jntroductins keps Vicoria’s Secret 
‘xstmers coming hack to the brand 

tine and tie agin, 


‘Our competitors marvel at the growth of the brand. 
‘And our ability to market i. In fact, Victoria's Secret 
‘marketing is 2 paradigm of advertising, positioning, 
‘and public relations. So powerful, in fact, that 
Ed Razek, our Chief Marketing Officer, was able to 
‘approach the ABC television network with a truly 
‘audacious idea: take the world famous Victoria's 
‘Secret Fashion Show to prime time network television. 
‘ABC sald “Yes,” and the rest fs marketing history. 
Not only dit we double ABC's audience figures in the 
toughest time slot of the week, reaching over twenty 
‘milion homes, we kicked off the holiday sales season 
wth a powerful, exciting program that created top-of- 
‘mind awareness for the brand. Mt was a. win for 
‘everyone us, bold. and recognized by Time Magazine 
«3s one of the top marketing ideas ofthe year. And! i 
‘could have only happened with Victoria's Secret, 


‘Yes, the show helped sales. And the Victoria's Secret 
bead did have a very, very good Christmas, But the 
‘biggest factor in their holiday success was planning. 
‘And coordination. Between the three divisions of 
the brand, and the Center, for well over 2 year. 
Well planned. Well bought. Well coordinated. 
Well displayed. Well marketed. Well done. 


Victoria's Secret has infinitely more room to grow. 
But our story, and our business, is much more than 


Victoria's Secret alone, 


VICTORIA'S SECRET 


| believe that Michael Weiss and his team at Express 
‘have made substantial progress. Especially when you 
‘consider they absorbed the entire Structure business, 
re-branded it as Express Men and had ful offering 
for men under that label this spring, A very quick 
turnaround. Plus, | sense real momentum in their 
Women's business, Michael is acknowledged as one 
ofthe sawiest merchants in etal, and he has a laser 
‘sharp view of his customer. The Express mega-brand 
thas already reached the mult-bilion dollar sales 
level, and has far greater growth ahead. 


Bath & Body Works isa biion dollar plus brand. One 
thats rethinking every plece ofits product offering, 3s 


Bath & Body Works’ ew store dexign 
presets the brand ina stranger, 
-mvore sophisticated way. 


well as its entire organizational structure. Bath & 
Body Works’ future is very bright. Beth Pritchard has 
described an “apothecary of the future” where 
‘customers rosm from one este related product 10 
‘another. To prepare, she's assigned brand managers, 
research and development people, and marketers to 
her largest sub-segments, each of which represents, 
‘mult-rvtion dollar sales today, with exponential 
‘rowth potential. 


‘Amn! 100% certain of what al this wil uitimately look 
ike? No, But | am certain we'll get there. How? 
First and foremost by continuing 10 manage today. 
Cant have a fong term without a short term, 


Bath & Body Works’ future is very bright. 
Beth Pritchard has described an “apothecary 
of the future” where customers roam from 


one lifestyle related product to another. 


SDL 


THE LIMITED 


Limited Stores has made 
significant strides in fashion, 
‘marketing and presentation. 


‘Next, well concentrate on our brand processes, diving 
development of key brand levers, resolving ongoing, 
strategic merchandising and marketing issues, ensuring, 
the brands have the fundamentals, the basic 
architecture, the business mode! to profitably grow. 


‘And the talent. 


I's up to Len Schlesinger and his team to acquire, 
develop and retain top talent. I's working, A recent 
article in Wornen's Wear Dalycalted the organization 
‘one of the most talent rich in retail. 1 bebove that. 
| also believe that we have to continue to develop or 
‘recruit best in class talent across every discipline, 
Its key to winning. 


‘Next, capabilities. We'll continue to focus on tactics, 
ike “best at’, to obtain disproportional merchandising. 
A recent article in 
Women’s Wear Daily 
called the organization 
one of the most 


talent rich in retail. 


‘profits, and inventory management to maximize our 
‘opportunities to chase with open-to-buy. 


‘Let me be clear: our stringent inventory control and 
‘canyover strategies were not popular intemally, Brand 
CEO's are understandably bulish and optimistic by 
‘ture. But they were the ight decisions. The diferenoe 
‘between success and failure ina tough year. 


‘Again, you have to have a view, and align around 
We are tough-minded managers and we wil do what 
1t takes to remain heathy, There 1s no business 
“Lipitor” You can't take 2 pil, You have to work to 
reduce cholesterol, And do it ina way that Is not 
disruptive tothe organization, 


‘The scale of business we're talking about requires @ 
‘broader, more sophisticated, more agile business 
‘model, We're in the early stages of creating a shared 
‘services program that leverages specialized skis and 
Standardizes routine high-volume transactions across 
‘muttiple business units. We'll also begin full-scale 
implementation ofan integrated brand delivery program 
at Victoria's Secret, Bath & Body Works and Express, 
Great brands drive store volume and profits through 
‘consistent, quality execution. And we wil. 


Express is now the fashion destination 
for both women and men. 


‘Weill look at product flow, from source to stores, and 
rationalize our real estate strategies and store design 
Within financial and brand growth targets. And execute 
‘Wall against sound, approved, profitable plans. 


‘Our agenda dictates a skil set with a much higher 
degree of capability than ever before. We've talking, 
‘about doubling, tripling, even quadrupling the scale 
and scope of what we're doing today. While getting 
‘otter and faster as we doit, 


We're talking about building an infrastructure that 
Includes new product development. launch 
‘management skits, new real estate strategies, 
technology tools and solutions. All of 


‘And, yes, it wil requie talent, teamwork, coordination 
‘and integration. And it wil challenge our leadership 
‘models, organizational models, thought processes. 
and systems, i's an exciting time. 


‘And | promise you that as we go forward with these 
growth strategies, we are not going to take our eye off 
the ball. Or lose our disciplines. Or trade today for 
tomorrow. We wil goat it thoughtfully and thoroughly. 
‘Concentrating on the few that produce the many. 


We're talking about 
doubling, tripling, even 
quadrupling the scale 
and scope of what 
we're doing today. 
While getting better 
and faster as we do it. 


Which leads me back to the beginning. 


| don't believe a responsible organization can do well 
Without also doing good, And in this regard, I'm 
prouder of our organization, and our people, than 
‘ever. Our businesses led United Way efforts in the 
cities where we are based, and our associates took 
time throughout the year to teach young people to 
read, Attogether we raised almast $11 milion for 
United Way and gave 21,000 hours of one-on-one 
reading tutoring to children, We focused our 
Foundation’s giving where it mattered most, on those 
‘ey issues closest to our associates and customers: 
‘empowering women, Improving education and 
‘mentoring children, And when crisis came, the 


‘organization responded. Sending over $1 milion to 


‘Heari Bene! is the destination 
for fashionable New York women. 


NYC immediately, raising another $1 milion plus for 
"New York charties through the fashion show, while 
‘also adding a vital $6 milion tothe city's economy. 


We made sure all our associates were safe. Fist prion, 
Closed every store nationwide. (We had fe stores, 
destroyed inthe World Trade Center. Miraculousty, all 
‘of our people escaped unharmed.) Told anyone, 
‘anywhere in the organization; “Hf you're uncomfortable 
{or any reason, don't come in.” People came fist 
Period. You have to do the right thing everyday, And 
‘be proud of the way you've behaved. There Is no 
‘alternative. Not on 9/11. Not on the other 364 days, 
For managing that extraordinary effort, | want to thank 
Len Schlesinger. You did the right things, And t'm 
‘proud ol you and the entire organization. 


I don’t believe a responsible organization 
can do well without also doing good. 
And in this regard, I’m prouder of our 


organization, and our people, than ever. 


| have great confidence in the future. We have the 
fection. We have the capabiliy. We have the 


ces, the capital and the talent, Is well within 


wir power to develop and own the unique 


enpeten 


that will enable us to grow our 


business. both internally and externally in ways 


that have never been seen in specially retaling 


Fay may, 2 personal ote, My mother, Bella 
Werner, passed avay his fal ater lengthy hes 
She was wh the business tom ts Inept, served 


many of the fundamentals 'm stil using today, She 


ia was 9 great and generous woman, An enormously 


able person. A wa 


bein 


We miss her 
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